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1/  I'x,  Green  is  now  in  charge  of  the  Division  of  Agricultural 
Finance  of  the  Bureau  of  Agricultural  Economics,  U.  S.  Department  of 
i^riculture. 

This  study  was  begun  in  1931,  under  a  cooperative  agreement 
between  the  Division  of  Cooperative  Marketing  of  the  Federal  Farm 
Board,  the  Kansas  State  College,  and  the  Farmers  National  Grain 
Corporation.     The  work  was  continued  by  the  Cooperative  Division  of 
the  Farm  Credit  Administration,  in  cooperation  with  these  agencies. 
Acknowledgment  is  made  of  the  assistance  of  E.  J.  Bell,  Jr.,  and 
William  J,  Hart,  formerly  of  the  Cooperative  Division,  who  conducted 
the  study  for  the  Cooperative  Division  during  1931,  1932,  and  1933; 
of  Vance  M.  Rucker  and  Glenn  Fox  of  the  Kansas  State  Extension  Service 
and  of  George  Hendrix,  now  of  the  Nebraska  State  Extension  Service  in 
collecting  the  data;  and  of  the  cooperation  of  the  various  farmers' 
and  grain  dealers'  organizations  of  Kansas  who  made  available  their 
records  for  analysis.    Appreciation  is  also  due  to  Dr.  W.  E.  Grimes 
and  to  the  Agricultural  Economics  Department  of  the  Kansas  Agricul- 
tural Experiment  Station  for  assistance. 
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This  study  was  rna.de  jointly  by  the  Cooperative  Division  of  the 
Farm  Credit  Administration,  the  Department  of  Agricultural  Economics 
and  the  Agricultural  Extension  Service  of  the  Kansas  State  College. 
Information  was  compiled  from  380  records,  each  representing  the  husi- 
ness  of  a  farmers'  cooperative  grain  elevator  for  one  of  the  crop  years, 
1931-1934.    Altogether,  records  were  obtained  from  133  cooperative  ele- 
vator associations.    Because  of  differences  in  size  of  the  elevators, 
in  nearhy  crop  production,  types  of  grain  handled,  markets,  and  other 
"basic  data,  it  was  fox;:id  desirahle  to  group  these  records  according  to 
location  of  the  elevators  in  one  of  three  areas;  ea'jtern  Kansas,  north- 
western Kansas,  and  southwcotern  Kansas.     Erom  analysis  of  the  financial, 
membership,  and  operating  data  of  these  elevators,  the  followirig  findings 
have  resulted. 

The  eastern  Kansas  area  is  characterized  tj  a  high  percentage  of 
elevators  having  small  grain  volume  and  sm£ill  side-line  business;  north- 
western Kaaisas  by  a  more  even  distribution  of  the  number  of  elevators 
falling  in  different  grain  and  side-line  volume  groups,  and  southwes- 
tern Kansas  by  a  high  percentage  of  large -grain -volume,  large  side- 
line business  elevators. 

Membership  patronage  of  Kansas  cooperative  elevators  was  appar- 
ently being  weakened  from  two  chief  sources:     (l)  On  the  average,  12 
to  15  percent  of  the  enrolled  members  had  become  nonproducers  and  had 
nothing  in  the  way  of  produce  to  offer  their  cooperative;   (2)  from 
12  to  IS  percent  of  the  producing  members  failed,  for  one  reason  or 
another,  to  patronize  the  cooperative  elevator  in  which  they  had  mem- 
ber slaip. 

Under  average  management  of  membership  relations,  there  was  a 
loss  of  patronage  from  inactive  membership  egiaal  to  one-fourth  to 
one-third  of  the  total  membership  list. 

To  reduce  the  risk  of  having  the  grain  volume  fall  below 
100,000  bushels  a  year,  for  more  than  half  of  a  representative 
group  of  cooperative  elevators  150  or  more  member-patrons  were 
needed  in  -eastern  Kansas;  100  to  150  in  northwestern  Kansas,  and 
50  to  100  in  southwestern  Kansas. 

The  stud^j-  of  membership  equity  (total  equity  of  members  in 
their  cooperative  association)  in  relation  to  frequency  of  net 
income  suggests  that,  in  eastern  Kansas  and  similar  areas  of  stable 
grain  production,  equity  position  may  be  relied  upon  as  an  important 
criterion  of  ability  to  pay.     In  the  areas  of  miore  hazardous  grain 
production,  production  trends,  position  in  the  price  cycle,  and  local 
production  history,  that  is,  factors  external  to  the  elevator  busi- 
ness itself,  are  of  greater  importance  as  criterions  of  ability  to  pay. 
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The  smallest  percentage  of  net  incornes  in  all  th-i:^ee  areas  was 
found  among  the  elevators  having  sTiall  grain  volirme  and  small  side- 
line business;  while  the  highest  percentage  was  found  in  that  group 
having  largo  grain  volume  and  large  side-line  "business. 

Where  number  of  member-patrons  ranged  from.  100  to  149  or  from 
150  up,  the  percentage  of  elevators  showing  a  net  income  of  $500  or 
m>ore  a  year  was  not  widely  different  in  the  three  areas.     In  eastern 
Kansas,  however,  a  high  percentage  of  elevators  had  less  than  100 
member-patrons . 

For  the  period  1931  to  1934  inclusive,  out  of  100  selected 
elevator  records,  the  number  that  had  a  net  income  was  35  to  100 
percent  larger  for  elevators  having  grain  volume  of  100,000  biishels 
or  more  a  year  thnn  for  elevators  having  less  than  that  volume. 
This  was  without  consideration  of  the  varying  ijnportance  of  side 
lines. 

Of  the  cooperative  elevators  handling  less  than  100,000  bushels 
of  grain  a  year,  only  from  40  to  60  percent  made  any  net  income.  Of 
these  not  more  thaji  aboxit  one-third  (5  percent  in  eastern  Kansas) 
made  a  net  income  in  excess  of  $2,500.     Such  limitations  in  net 
income  make  the  carrying  of  a  debt  in  excess  of  $10,000  to  $12,000 
risky  for  siTiall-vol"'ame  elevators. 

A  reasonably  well-balanced  diversification  of  current  assets 
was  associated  to  some  degree  with  frequency  of  net  income,  particu- 
larly when  receivables  were  kept  within  40  to  50  percent  of  current 
assets. 

The  highest  percentage  of  net  incomes  was  among  those  elevators 
having  grain  volume  of  100,000  bushels  or  more,  and  a  large  side-line 
business.    Next,  on  a  decreasing  scale,  came  elevators  handling  less 
than  100,000  bushels  of  grain,  and  a  large  side-line  business;  then 
elevators  with  100,000  bushels  of  grain  or  more  a  year,  but  with  a 
sma.ll  side-line  business.    Elevators  handling  less  than  100,000  bushels 
of  grain  a  year  and  a  small  side-line  business  showed  the  smallest 
percentage  of  net  incomes  made  by  elevators  in  all  three  areas. 

Among  elevators  whose  margins  for  side-line  handling  constituted 
less  than  13  percent  of  side-line  sales,  there  was  a  tendency  for  the 
percentage  showing  losses  to  increase. 

The  risk  of  loss  was  particularly  high  for  elevators  having  a 
grain  volume  of  less  than  100,000  bushels  a  year  and  handling  grain 
on  a  gross  operating  margin  of  less  than  5  to  6  cents  per  dollar  of 
sales,  even  when  sales  prices  were  high  and  expenses  had  been  reduced. 
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The  financial  status  of  30  to  40  percent  of  the  Kansas  coopera- 
tive el€?Vators,  as  revealed  hy  their  "balance  -  sheet  statements,  siig- 
gested  tho  possibility  of  reducing  risks  in  3  major  respects: 

(1)  By  carrying  more  adequate  cash  reserves, 
especially  when  impending  price  recessions  hocome 

•  evident. 

(2)  By  keeping  a  lower  proportion  of  current 
assets  tied  up  in  receivahles . 

(3)  By  strict  limitation  on  total  liahillties 
where  volume  of  husinees  is  email  and  incomes  at  best 
are  moderate. 


Therefore,  to  surmiarizo,  operations  of  local  cooperative  elevators 
in  Kansas,  to  he  successful  in  the  long  run,  must  not  depart  too  far 
from  the  standards  of  experience.     The  following  limiting  factors  were 
found  to  he  important  operating  guides: 

(1)  Volume  of  grain  business. 

(2)  In  the  a.bsencc  of  the  minimum  grain  requirements, 
a  side-line  business  sufficient  to  take  care  of  a  large 
share  of  the  expense  accoTint. 

(3)  Expenses  in  proportion  to  what  volume  of  busi- 
ness will  justify. 
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INTRODUCTION 


In  an  effort  to  assist  farmers'  cooperative  grain  elevators  in 
Kansas  to  improve  the  security  of  their  financial  position  by  arriv- 
ing at  standards  for  measurement  of  their  stability,  the  Cooperative 
Division,  in  cooperation  with  the  Department  of  Agricultural  Economics 
of  the  Kansas  State  College  and  the  Kansas  State  J^gricultural  Exten- 
sion Service,  conducted  a  study  of  these  elevators  for  the- years  1931- 
1934.     It  was  hoped,  through  this  study,  to  arrive  at  certain  stand- 
ards of  attainment  drawn  from  the  experiences  of  the  cooperatives 
themselves,  which  might  serve  as  guides  to  those  responsible  for  their 
management . 

Information  on  the  membership,  patronage,  volume  of  grain  han- 
dled, credit  used,  equity  of  members  in  facilities  and  other  operating 
details,  was  obtained  by  examination  of  the  actual  records  of  the  ele- 
vators studied.    This  material  represents  the  experiences  of  a  number 
of  cooperative  elevators,  recorded  in  a  form  which  permits  examination 
and  study.    Even  though  relatively  incomplete  in  many  instances,  these 
records  provide  a  more  dependable  basis  for  study  than  any  other  type 
of  information  readily  available. 

On  the  basis  of  the  enumeration  of  the  field  workers  and  other 
data,  it  was  estimated  that  the  total  1935  membership  of  the  456  farm- 
ers' cooperative  elevators  in  Kansas  was  between  60,000  and  65,000. 
Not  all  of  these  elevators  could  bo  studied  in  detail,  but  in  the 
selection  of  those  studied  an  effort  was  made  to  obtain  records  repre- 
sentative of  the  cooperative  elevators  in  operation. 

A  number  of  basic  conditions  which  materially  affect  the  opera- 
tion of  cooperative  elevators  wore  found  to  vary  considerably,  not 
only  from  year  to  year,  but  between  sections  of  the  State  of  Kansas. 
The  average  size  and  age  of  the  elevators  was  different  in  each  of 
the  three  sections.     G-rain  production  in  the  three  sections  has 
developed  differently.    Differences  also  were  found  in  the  type  of 
grain  handled,  the  nature  of  sub  terminal  markets,  and  in  the  organ- 
izational affiliations  of  the  cooperative  elevators.     In  the  light 
of  these  variations  it  was  deemed  advisable  to  classify  the  elevators 
studied  according  to  their  location  in  one  of  the  three  areas  (fig.l) — 
eastern  Kansas,  northwestern  Kansas,  and  southwestern  Kansas. 

The  elevators  in  the  eastern  area  were  smallest  in  size;  their 
average  capacity  was  15,000  bushels-     In  the  northwestern  area  the 
average  capacity  was  22,000  bushels,  while  that  of  the  -southwestern 
elevators  was  42,000  bushels.     The  southwestern  area,  however,  con- 
tains about  16  large  elevators.    Omitting  these,  the  average  capacity 
is  practically  the  same  as  for  the  northwestern  group. 
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Althoiigh  the  eastern  Kansas  area  is  the  oldest  wheat -growing 
section  of  the  State,  wheat  as  one  of  its  crops  has  come  to  "be  of 
less  importance  than  formerly.     Feed  grains  are  relatively  important 
in  this  area.    A  large  percentage  of  the  wheat  grown  in  the  eastern 
area  is  Soft  Red  Winter,  low-protein  Hard  Winter  wheat,  or  mixed 
Soft  and  Hard  Winter  wheat.     The  principal  interior  markets  are 
Topeka  and  Emporia,  toth  more  significant  now  as  transit  markets 
than  as  primary  terminals.     Farmers'  cooperative  elevators  in  the 
eastern  Kansas  area  are  either  independent  of  regional  marketing 
agencies  and  farm  organizations  or  are,  for  the  most  part,  affiliated 
with  the  Farmers'  Union  (fig. 2). 

The  northwestern  Kansas  area  is  more  nearly  stationary  with  refer- 
ence to  expansion  of  acreage,  grows  mostly  Hard  Winter  wheat,  and  has 
a  higher  variability  in  yields  than  the  southwestern  area.     Salina  is 
the  largest  interior  market.     Cooperative  elevators  in  this  territory 
are  affiliated  largely  with  Farmers'  Union  and  Equity  Union  farm  organi- 
zations (fig. 2). 

The  southwestern  Kansas  area  has  shown  m.ore  expansion  of  wheat 
acreage  in  recent  years  than  the  other  areas.    Hard  Winter  wheat  is 
grown  in  this  section.     A  large  percentage  of  such  v/heat  averages 
high  in  protein  content  over  a  period  of  years.     The  principal  sub- 
terminal  markets  are  Hutchinson,  Wichita,  and  Dodge  City.    Most  of 
the  elevators  of  this  area  are  affiliated  with  the  Farmers  Cooperative 
Commission  Company  of  Hutchinson,  Kan.,  a  regional  grain  marketing 
organization  (fig. 2).     There  are  a  few  Equity  Union,  Farmers'  Union, 
or  unaffiliated  local  cooperative  elevators  in  this  section,  and 
several  that  are  affiliated  with  two  or  more  regional  organizations. 


Distribution  of  G-rain  Cooperatives  in  Kansas 

According  to  a  careful  count  froii  different  local  sources  of 
information,  there  were  465  farmers'  cooperative  elevator  associa- 
tions, several  of  which  operated  seven  or  eight  elevators  each.  These 
fall  into  four  distinct  cooperative  elevator  groups  in  Kansas,  based 
on  affiliations.  Of  the  378  on  which  it  was  possible  to  get  reports, 
154  were  affiliated  with  the  Farraers'  Union  of  Kansas;  100  with  the 
Farmers'  Cooperative  Commission  Company  of  Hutchinson,  Kan.,  and  18 
with  the  Equity  Union;  and  106  operated  independent  of  any  overhead 
organization.     There  is  some  duplication  in  the  above  number,  in 
that  23  elevators  had  membership  in  two  or  more  of  the  overhead 
organizations. 

Grain  cooperatives  in  Kansas  have  had  an  average  membership  of 
60,000  to  65,000.    This  amounts  to  approximately  two-thirds  of  the 
reported  number  of  wheat-contract  signers  under  the  Agricultural 
Adjustment  Administration,  in  October  1934,  and  about  70  percent  of 
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the  numlDer  of  farms  in  tho  State  growing  wheat,  as  reported  by  the 
Bureau  of  the  Census  for  1929.2/ 

Approximately  37  percent  of  the  cooperative  elevators  in 
Kansas  are  located  in  what  has  hcen  designated  in  this  study  as  the 
eastern  Kansas  area  (fig.l),  ahout  27  percent  in  the  northwestern 
area,  and  36  percent  in  the  southwestern  area.     Total  memhership 
of  the  cooperative  elevators  in  the  eastern  area  is  equal  to  22.5 
percent  of  the  number  of  farms  in  the  area.    Membership  in  the 
northwestern  area  is  equal  to  46.6  percent  of  the  number  of  farms; 
membership  in  the  southwestern  area  amounts  to  71.4  percent. 

On  the  basis  of  the  average  grain  volume  handled  per  elevator, 
in  the  three  areas,  it  was  estimated  that  Kansas  cooperative  eleva- 
tors that  were  operating  handled  an  average  of  62  million  bushels 
of  grain  per  year  in  the  period  studied j  1931-1934.    As  most  of  the 
grain  handled  was  wheat,  this  means  that  approximately  57  percent  of 
the  crop  was  marketed  cooperatively. 

Between  45  and  50  percent  of  the  dollar  volume  of  cooperative 
business  in  the  Ninth  Farm  Credit  District  comprising  the  States  of 
Kansas,  Oklahoma,  Colorado, and  New  Mexico,  is  cooperative  grain 
business.     From  60  to  65  percent  of  this  cooperative  grain  business 
is  in  Kansas.    Approxiraa.tely  70  to  75  percent  of  the  total  number  of 
cooperatives  in  the  State  are  cooperative  elevators. 

Membership  and  Patronage 

Membership  per  elevator  in  eastern  Kansas  averaged  126,  the 
median  membership,  however,  was  116  (table  l).     In  northwestern 
Kansas  membership  per  elevator  averaged  138  or  121,  on  a  simdlar 
basis;  and  in  southwestern  Kansas  152  or  134.    Approximately  two-thirds 
of  the  members  patronized  their  own  elevator  in  the  older  eastern 
grain  area,  as  con^^ared  with  three-fourths  of  the  memibers  in  the 
newer  northwestern  and  southwestern  areas  (tables  1  and  2). 

Elevator  sales  averaged  $500  per  member  in  eastern  Kansas, 
$600  to  $700  in  northwestern  Kansas,  and  $900  to  $950  in  southwestern 
Kpjisas,  including  some  business  from  nonmembe'rs.    A  margin  of  5  cents 
per  dollar  of  sales  between  cost  of  sales  and  sales  value  is  a  fair 
accomplishment.    At  this  rate  it  would  take  $60,000  to  $100,000  of 
sales  to  cover  an  annual  expense  of  $3,000  to  $5,000  (a  frequent 
range  of  expenses).    On  tho  basis  of  average  sales  per  member,  then, 
it  is  clear  that  100  to  150  members  arc  necessary  for  successful 
operation  of  the  average  cooperative  elevator,  as  a  rule. 


2/  Fifteenth  Census  of  the  U.  S.,  1930  -  Agriculture,  Vol.  II,  Part  I, 
Northwestern  States,  p.  1324. 
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1/iore  than  60  percent  of  the  elevators  in  eastern  Kansas,  70 
percent  of  those  in  northwestern  Kansas,  and  72  percent  of  those  in 
southwestern  ilansas  had  a  memhership  of  100  or  more-     Less  than  10 
percent  of  the  elevators  in  any  of  the  areas  had  less  than  50  members 
(table  3) . 

Table  1.-  Average  membership,  patronage  and  sales  as  shovrn  by  421 
cooperative  elevator  records,  for  the  4-year  period, 
1931-1934.  1/ 


: Fercent- 

:  r?ge  of 

:mem.bers 

.Members 

Member- 

:who  pat- 

:  Sales 

per 

; patrons 

:  ronize 

Sales 

:  per 

eleva- 

per 

:  their 

per 

:  member- 

Area 

Type  of  average 

tor 

elevator 

:  elevator 

member 

: patron 

Number 

number 

Percent 

Dollars 

Dollars 

Eastern  Kansas 

Arithmetic  mean 

126 

84 

56.7 

500 

751 

I'ledian 

116 

72 

62.1 

485 

713 

Northwestern 

Arithmetic  mean 

138 

98 

71.0 

724 

1,025 

Kansas 

Median 

121 

94 

77.7 

632 

944 

Southi.7e  stern 

Arithmetic  mean 

152 

116 

76.3 

953 

1,249 

Zaraas 

I  led  i  an 

154 

94 

70.1 

906 

1,133 

ly    Based  on  145  records  for  eastern  Kansas;  106  records  for  north- 
western Kansas;  and  170  records  for  southwestern  Kansas. 


Table  2.-  Average  membership  and  patronage  for  cooperative  elevators, 
1931-1934. 


J Average  num- 

:Avorage  num- 

:ber  of  m.em- 

:ber  of  mem- 

:pcrcentage  of  mem 

"Elevators 

:    bers  per 

:ber  patrons 

Jbors  who  patroniz 

Area  and  year 

'  stxidied 

•  elevator 

^per  elevator 

•     their  elevator 

Number 

Number 

Number 

Porcont 

Eastern  Kansas: 

1931 

19 

133 

84 

63.2 

1932 

43 

128 

85 

65.4 

1933 

47 

125 

82 

55.6 

1934 

38 

124 

86 

69.4 

northwestern  Kans 

as : 

1931 

19 

135 

92 

68.1 

1932 

32 

139 

98 

70.5 

1933 

29 

140 

101 

72.1 

1934 

26 

137 

98 

71.5 

Southwestern  Kansas: 

1931 

38 

150 

115 

77.3 

1932 

41 

149 

115 

77.2 

1933 

38 

159 

123 

77.4 

1934 

53 

149 

110 

73.8 
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Table  3.-  Num'ber  of  memoerB  as  shrwn  by  43B  cooperative  elevrtor 
records  for  the  -i-yertr  period,  193i-19?4. 


Number  of        :  Elevator  records  showing  Indicated  rneiriber 'isliip 


members 

:  Sr. stern 

Kansas 

ITorthv/estern  Kansas 

:  Southwestern  K-ans 

ITumber 

Percent 

Number 

Percent 

Number 

Percent 

Less  than  50 

13 

■  8.8 

7 

6.4 

9 

5.3 

50  -  99 

44 

29.9 

16 

14.5 

39 

22.8 

100  -  149 

43 

32.7 

43 

39.1 

51 

29.8 

150  or  more 

42 

28.  n 

44 

40.0 

72 

42.1 

All  records        147  100.0         110        100.0  171  100.0 


Unless  active  '.Tork  is  carried  on  to  prevent  such  a  situation, 
there  is  a  tendency  for  members  to  become  inactive  as  cooperation  in 
the  area  grows  older.     That  is,  it  is  necessary  to  build  up  a  body  of 
younger  potential  members  who  may  tpike  the  place  of  older  members  who 
retire  from  production,  move  out  of  the  area,  or  otherwise  cease  to 
contribute  to  the  volume  of  the  cooperative  enterprise. 

Member-Patrons  and  Volume  of  Grain 

The  number  of  members  patronizing  the  cooperative  elevator  is 
important  because  of  tneir  influence  on  whether  the  elevator  will 
handle  enough  grain  to  perm.it  of  efficient  operation.     If  main 
reliance  is  to  be  placed  on  grain  rather  than  side  lines,  it  is 
usually  necessary  to  handle  at  least  100,000  bushels  of  grain  in 
order  to  cover  expenses. 

In  eastern  Kansas  where  average  production  per  member  is  com- 
paratively low,  only  about  3  out  of  100  elevators  handled  100,000 
bushels  of  grain  or  more  a  year  where  the  member-patronage  was  less 
than  50  (table  4).    Where  the  member-patronage  was  50  to, 99,  13 
elevators  out  of  100  handled  100,000  bushels  of  grain  a  year.  With 
a  member-patronage  of  100  to  149  the  elevators  handling  larger  grain 
volume  rose  to  34  out  of  100,  and  where  member-patronage  v/as  150  or 
more,  50  elevators  out  of  100  handled  100,000  bushels  or  more  of  grain 
a  year.     Thus  with  150  or  more  members  actually  patronizing  their 
elevator,  half  of  the  elevators  in  the  group  were  able  to  handle 
100,000  bushels  of  grain  even  in  eastern  Kansas  where  production  per 
farmer  was  relatively  small. 
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Ta"blc  4.-  Relation  Isotween  number  of  mcmter -patrons  and  volume  of 

grain  handled,  as  shown  "by  419  coopomtive  elevator  records, 
for  the  4-ycar  period,  1931-1934.  1/ 


Percentage 

of  elevators 

Percentage 

handl ing  — 

of  elevators 

:Nuniber  of  : 

Less  than 

:  100,000 

handling 

:  meraher-  : 

100,000 

:  bushels 

: 200, 000  Dushels 

Area 

;  patrons  : 

"bushels 

:     or  more 

or  more 

Percent 

Percent 

Percent 

Eastern  Kansas 

Less  than  50 

96.6 

3.4 

0 

bO  -  yd 

86.8 

13.2 

i  .  D 

100  -  149 

65.9 

34.1 

7.3 

150  or  more 

50.0 

50.0 

16.7 

Northwestern  Kansas 

Less  than  50 

62.5 

37.5 

12.5 

50  -  99 

56.9 

43.1 

17.6 

100  -  149 

47.8 

52.2 

13.0 

150  or  more 

27.8 

72.2 

55.6 

Southwestern  Kansas 

Less  than  .50 

7P.9 

21.1 

5.3 

50  -  99 

35.3 

64.7 

30.9 

IQO  -  149 

31.3 

58.7 

34.4 

150  or  more 

6.3 

93.7 

64.6 

1/  Based  on  144  records  for  eastern  Kj^sas;  ICS  records  for  northwestern 
Kansas,  and  167  records  for  southv;estern  Kansas. 

Likewise  in  the  other  two  areas,  m.ore  th£in  half  of  the  elevators 
in  which  the  num.her  of  memher-patrons  reached  100  to  149  handled 
100,000  "bushels  or  more  of  grain  a  year.     In  southwestern  Kar.sas,  "because 
of  the  larger-scale  production,  elevators  having  moiiroor-patronage  of  50 
to  99  were  still  a"ble  to  o"btain  considerahle  volume.     In  none  of  the 
areas  did  as  many  as  half  of  the  elevators  handle  200,000  "bushels  of 
grain  a  year,  where  the  number  of  member-patrons  fell  below  150. 

It  is  obvious  that  the  number  of  member-patrons  needed  to  supply 
a  given  volume  of  grain  depends  upon  the  size  of  their  gr;i in-growing 
operations.     It  is  evident  from  table  4  that,  because  of  larger-scale 
farm  operations,  elevators  in  parts  of  southwestern  Kansas  might  get 
along  with  fewer  ruember-patrons  than  such  eleva.tors  in  either  of  the 
other  two  area.s,  particularly  in  the  eastern  a.rea. 

To  reduce  the  risk  of  grain  volume  falling  below  100,000  bushels 
a  year  for  more  than  half  the  elevators,  it  appears  that  in  eastern 
Kansas  150  or  more  member-patrons  are  needed;  in  northwestern  Kansas, 
100  to  150;  and  in  southwestern  Kajises,  50  to  100. 
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Meniber-Patrons  "'.nd  Net  Income 

Member-patrons'  contributions  to  volume  of  grain  e.re  so  important 
in  making  possible  a  net  income  by  the  cooperative  elevator,  that  as 
the  number  of  member-patrons  increases  much  above  50,  the  percentage  of 
elevators  showing  a  sizeable  net  income  is  soon  doubled  (table  5). 

Table  5.-  Relation  between  number  of  member-patrons  and  size  of  net 
income,  for  the  4-yeaT  period,  1931-1934. 


:Perccntage 
:of  records 


:  Records 

showing 

:  showing 

:    net  income  of- 

:net  mc 

Number  of 

Total 

Records 

:$500  or: 

more  than 

: of  more 

member- 

records 

showing 

:less  a  : 

$500  a 

: than 

Area 

patrons 

studied 

net  loss 

:  year  : 

year 

:a  year 

Number 

Number 

Nuinber 

Number 

Number 

Percent 

Eastern 

Less  than  50 

30 

21 

2 

7 

23.3 

Kansas 

50  -  99 

67 

39 

12 

16 

23.9 

100  -  149 

43 

18 

5 

20 

46.5 

150  or  more 

6 

1 

0 

5 

83.3 

ITorthwG  stern 

Less  than  50 

16 

9 

4 

3 

18.8 

Kansas 

50  -  99 

51 

16 

9 

26 

51.0 

100  -  149 

24 

12 

1 

11 

45.8 

150  or  more 

19 

2 

0 

17 

89.5 

Southwestern 

Less  than  50 

19 

12 

1 

6 

31.6 

Kansas 

50  -  99 

70 

31 

7 

32 

45.7 

100  -  149 

32 

9 

5 

18 

56.3 

150  or  more 

49 

5 

1 

43 

87.8 

Sven  in  the  eastern  Kansas  area  where  the  percentage  of  elevators 
making  a  sizeable  net  income  was  the  lowest,  the  greatest  difference 
between  this  area  and  the  others  came  in  the  case  of  those  elevators 
whose  number  of  member-patrons  fell  below  100.    In  the  two  member- 
patron  groups,  100  to  149  and  150  or  more,  the  percontage  of  elevators 
showing  a  sizeable  net  income  was  not  widely  different  in  the  three 
areas.  The  difficulty  in  the  eastern  Kansas  area  is  the  high  percent- 
age of  elevators  with  a  ntunber  of  member -patrons  loss  than  100  • 

The  size  of  average  net  incomes  of  cooperative  elevators  with 
different  numbers  of  member-patrons  also  suggests  the  importance  of 
having  a  minimum  of  100  to  150  member -patrons  per  elevator  in  the 
eastern  area  of  smaller  grain  operations  per  farmer,  and  at  least 
50  to  100  member-patrons  per  elevator  in  the  other  two  areas  (table  6). 
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Unless  the  memliership  problem  is  handled  "better  in  the  future  than 
the  records  indicate  it  has  "been  in  the  past,  a  total  membership 
one-third  to  one-half  larger  than  the  necessary  numher  of  member- 
patrons  suggested  above  will  be  required.     This  emphasizes  the  need 
for  a  continuous  and  active  membership  program  which  will  remove 
inactive  members  from  the  list  and  bring  new  member -patrons  into 
the  organization  to  replace  them. 

Table  6.-  Relation  between  the  number  of  member -patrons  and  the 
average  net  income  of  cooperative  elevators,  for  the 
4-year  period,  1931-1934. 


:    Number  of 

Average  net  incom.e 

Area 

:  meraber- 
:  patrons 

: Re  cords 
: studied 

;  Per          :Per  member-:Fer      Sbr  dollp.r 
:  elevator :patron          :member:  of  sales 

Number      Dollars      Dollars       Ddlars  Cents 


Eastern  Kansas 


Less  than  50  30  -  352.93  -  10.42  -  6.24  -  1.23 

50  -    99  67  -  354.32  -    5.13  -  3.13  -  .65 

100  -  149  42  400.47  3.30  2.45  .41 

150  or  more  6  935.88  3.92  2,60  1.07 


Northwestern 

Less 

than 

50 

16 

-  867.91 

-  22.29 

-13.23 

-  1.72 

Kansas 

50 

-  99 

51 

1,097.89 

13.84 

9.36 

1.22 

100 

-  149 

24 

453.11 

3.84 

2.69 

.46 

150 

or  more 

15 

3,194.46 

16.79 

13.36 

1.83 

Southwestern 

Loss 

than 

50 

19 

15.47 

,43 

.27 

.03 

Kansas 

50 

-  99 

70 

790.55 

10.64 

7,24 

.75 

100 

-  149 

32 

2,142.08 

17.62 

13.08 

1.49 

150 

or  more 

49 

7,900.88 

39.26 

32.88 

3.36 

Membership  Equity  as  a  Measure  of  Credit  Risk 

The  total  equity  of  members  in  a  cooperative  elevator  business 
may  be  considered  more  important  than  the  number  of  members.     It  is  a 
more  immediate  measure  of  the  organization's  ability  to  undertake  an 
increased  debt.     Its  worth  as  a  criterion  of  ability  to  pay,  however, 
varies  with  the  characteristics  of  the  grain-producing  section  in  which 
it  is  to  be  applied. 

In  eastern  Kansas  the  membership  equity  in  a  cooperative  elevator 
tends  to  remain  more  stable  than  in  the  other  two  areas  (table  7).  This 
is  because  the  steadier  small- voluj-'io  operations  make  for  relatively  low 
net  incomes  or  low  losses  in  any  one  year.    Net  incomes,  when  they  arc 
made,  fall  within  a  narrower  range.    A  low  equity  position  is  hard  to 
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correct  out  of  small  net  incomes,  "but  at  the  same  time  a  high  equity 
position  is  not  suddenly  endangered  "by  large  losries.     In  the  other  tv:o 
areas,  particularly  in  the  sections  where  grain  crops  are  somewhat 
un-;ertain,  the  equity  position  of  memlDers  tends  to  change  more  fre- 
quently. 


Tahle  7.-  Percentage  of  elevators  consistently  falling  in  the  same 
member ship- equity  classification,  for  the  3-year  period, 
1932-1934'. 


Area 

:  Elevators  ; 
:  studied  ; 

Percentage  of  elevators 
consistently  falling  in 
the  same  memhership-eqaity 
gro\ip 

Uumher 

Percent 

Eastern  Kansas 

36 

77.8 

Northwestern  Kansas 

23 

60.9 

Southwestern  Kansas 

39 

51.3 

In  eastern  Kansas,  increased  menhership  equity  up  to  100  percent 
is  closely  associated  with  an  increased  percentage  of  elevators  making 
the  higher  incomes.     In  the  other  two  areas,  where  natural  hazards  to 
crops  are  greater,  net  incomes  increase  with  increased  membership  equity 
up  to  80  to  90  percent,  but  not  beyond  this  point.     In  areas  of  such. 
natural  risks,  highest  equities  can  be  imintained  only  by  conservative 
operations  that  produce  somewhat  less  than  maximum  net  annual  incomes. 

It  is  in  eastern  Kansas,  therefore,  that  a  higher  percentage  of 
elevators  making  net  incomes  most  consistently  goes  along  with  higher 
membership  equity  (table  8).     There  is  a  difference  between  this  and 
the  other  areas,  indicating  that  mombcrship  equity  is  some  criterion 
of  cumulative  success  or  failure  up  to  date,  but  the  difference  is 
smaller  in  the  more  speculative  areas.     The  apparent  exception  is  in 
1933  and  1934,  in  the  southwestern  area,  whore  the  difference  in  the 
two  equity  groups  is  large.     This  is  because  of  the  exceptional 
decline  in  grain  volume,  because  of  a  drastic  decline  in  the  size  of 
wheat  crop  in  the  area. 

These  facts  s\iggest  that  in  eastern  Kansas  and  similar  stable 
areas,  equity  position  may  be  relied  upon  as  an  important  criterion. 
In  more  speculative  areas,  production  trends,  position  in  the  price 
cycle,  and  local  production  history  are  of  greater  importance  as 
criterions  of  ability  to  pay. 
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Table  8.-  Cooperative  elevator  records  showing  not  income,  "by 

member  ship- equity  groups,  for  two  periods,  1931-1932  and 
1933-1934. 


Equity  less  thn.n  75  p; 

jrccnt 

Equity  75  percent  or 

more 

:Fercent- 

:Percent- 

; 

: age  o  f 

; 

:age  of 

•Records 

: Records 

•.records 

:Records 

: Records :records 

showing 

: showing 

: showing 

: showing 

: showing 

:  showirjg 

Area  and 

Records 

net 

J  net 

met 

ne  corcLs 

:  net 

:net 

:net 

period 

studied 

loss 

: income 

: income 

studied 

:  loss 

: income 

:  incom.e 

Number 

Number 

Number 

Percent 

Number 

Number 

Number 

Percent 

Eastern  Kansas 

1931-1932 

40 

31 

9 

22.5 

22 

12 

10 

45.5 

1933-1934 

52 

28 

24 

46  .2 

32 

8 

24 

75.0 

Northwestern  Kansas: 

1931-1932 

14 

5 

8 

57.1 

39 

13 

26 

66.7 

1933-1934 

15 

7 

8 

53.3 

42 

13 

29 

69.0 

Southwestern  Kansas: 

1931-1932 

34 

9 

25 

73.5 

48 

12 

36 

75.0 

1933-1934 

30 

22 

8 

26.7 

65 

16 

50 

75.8 

The  differences  between  elevators  having  different  membership  equities, 
as  indicated  by  a  few  important  financial  and  operating  ratios,  are  shov/n 
in  tables  9,  10,  and  11.     In  1931  there  was  a  distinctly  higher  percentage 
of  the  higher  equity  elevators  showin^^  net  incomes  in  eastern  and  north- 
western Kansas.     In  southwestern  Kansas,  with  the  record  crop  of  1931, 
there  was  little  difference  in  this  respect  between  the  two  equity  groups. 
In  the  first  two  areas  other  differences  bet\7een  the  equity  groups  were 
ma.inly  differences  in  cash  reserves  carried,  ejcpenses,  and  reliance  unon 
side  lines.     The  higher  equity  groups  v/cre  really  carrying  a  little 
heavier  amounts  of  receivables  at  the  time.     In  the  southwest  the  main 
differences  in  equity  groups  was  in  cash  reserves,  size  of  rcceive^bles , 
and  greater  dependence  of  the  higher  equity  group  upon  grain  operations* 

In  1932  higher  equity  groups  were  more  closely  associated  with 
higher  percentage  of  net  income-     They  carried  higher  cash  reserves,  a 
smaller  load  of  receivables,  and  in  the  eastern  and  northwestern  areas 
had  reduced  expenses  considerably. 

By  1933  the  difference  in  equity  groups  lay  largely  in  cash  reserves, 
load  of  receivables,  cost  of  sales  to  sales,  expenses,  and  in  eastern 
Kansas  upon  greater  reliance  upon  side  lines  to  cover  expenses. 
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By  1934  the  higher  equity  grouTDs  were  consistently  averaging  a 
little  larger  grain  volume  out  of  a  greatly  reduced  total  volume  of 
grain  available.    They  also  differed  from  the  lov-'cr  equity  groups 
in  having  larger  cash  reserves,  a  somev/hat  smaller  load  of  receiva- 
bles, and  lower  expenses,  and  vqvq  relying  somewhat  more  upon  income 
from  side  lines  to  co\or  a  part  of  expense?.     Income  from  side  lines 
"became  increasingly  important  with  shrinking  grain  volume.     It  is 
noticeahle  that,  in  the  case  of  the  southwestern  elevators,  the  two 
equity  groups  had  junt  ahotit  reversed  their  1931  positions  with 
respect  to  side  lines  as  a  cover  for  part  of  the  expense  account. 

Total  liahilities  per  elevator  association  averaged  $10,054.61 
in  eastern  Kansas,  $6,546.94  in  northv/estern  Kansas,  and  $9,432.06  in 
southv/estern  Kansas.     Interest  at  5  percent  on  the  average  liahility 
per  elevator  would  amount  to  5.9  percent  of  the  average  expense  account. 
In  some  cases  this  interest  might  "be  the  difference  hetweon  net  income 
and  loss  when,  as  in  1932,  it  was  difficult  to  make  gross  margins  cover 
expenses  (tahle  10).    This  additional  "burden  of  fixed  expense  makes  it 
more  difficult  for  low-equity  elevators  to  adjust  expenses  to  declining 
prices  in  years  like  1932. 


Effect  of  Crop  Conditions  on  Income 

The  period  covered  "by  this  study,  1931  to  1934  inclusive,  includes 
a  year  of  declining  prices,  1931;  a  year  of  extremely  low  prices,  1932; 
a  year  of  advancing  prices,  1933;  and  a  year  of  price  levels  higher 
than  any  since  1950,  1934. 

The  percentage  of  elevators  showing  net  income  was  lowest  in  east- 
ern Ka.nsas  in  1932  (tahle  12).    In  the  other  two  areas  there  was  little 
difference  between  conditions  in  1932  and  1933.     In  each  of  these  two 
area  the  year  1933  was  marked  "by  extremely  adverse  crop  conditions.  For 
all  areas  cora"bined  the  percentage  of  elevators  showing  net  income 
ranged  from  approximately  49  percent,  in  1932,  to  73  percent  in  1931. 

Except  in  the  unusually  good  year  for  the  southwestern  group  (1931), 
"because  of  volume  of  grain  handled,  the  range  in  percentage  of  elevators 
showing  net  income  was  not  so  wide  in  the  northwest  (60  to  70  percent) 
and  in  the  southwest  (59  to  62  percent).    This  ros-y  "be  compared  with  64 
percent  to  78  percent  for  the  period  1931  to  1934,  for  a  group  of 
Oklahoma  elevators  adjacent  to  the  southwestern  Kansas  territory.  In 
t"ne  eastern  area  of  smaller  elevntor  incomes,  the  range  was  from  30 
percent  in  1932  to  58  percent  in  1934;  the  more  favorable  crop  condi- 
tions in  the  eastern  area  helped  considerably  in  .  1933  and  1934. 

Thus  far  consideration  has  been  given  to  what  cooperative  elevator 
experience  shows  with  respect  to  the  percentage  of  gainfully  operated 
elevators  that  might  be  expected  in  a  representative  sample  depending 
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upon  (l)  size  of  membership,   (2)  degree  of  patronage,   (3)  equity 
acquired  "by  mem'bers,  and  (4)  trend  in  grain  prices.     It  is  .now  pro- 
posed to  examine  more  carefv-liy  the  association  of  volume  of  grain 
with  percentage  of  elevators  showin,^  net  income. 


Table  12.-  Year-to-year  variation  in  percentage  of  cooperative 
elevators  showing  net  inconie ,  1931-1934 


:  :  Records    :  Records  :  Percentage 

:  showing    :  showing  :  of  records 

:  Records    :  net  :  net  ;  showing 

Area  and  year  :  stud;-  ?d    :  loss  ;  income  :  net  income 

Number      Number        Numoer  Percent 


Eastern  Kansas i 


1931 

19 

12 

7 

36.8 

1932 

44 

31 

13 

29.5 

1933 

46 

20 

26 

56.5 

1934 

38 

16 

22 

57  .•g 

Northwestern  Kansas: 

1931 

20 

5 

14 

70.0 

1932 

33 

13 

20 

60.6 

1933 

30 

12 

18 

■  60.0 

1934 

27 

8 

19 

70.4 

Southwestern  Kansas: 

1931 

38 

3 

35 

92.1 

1932 

44 

13 

26 

59.1 

1933 

41 

17 

24 

58.5 

1934 

55 

21 

34 

61.8 

All  ajreas: 

1931 

77 

21 

56 

72.7 

1932 

121 

62 

59 

48.8 

1933 

117 

49 

68 

58.1 

1934 

120 

45 

75 

62.5 

Volume  of  G-rain  and  Net  Income 

Volume  of  grain  handled  is  only  one  measure  of  the  volume 
of  "business  done  "by  the  local  cooperative  elevator.     In  some  sec- 
tions it  would  be  a-very  imperfect  m.easure  because  the  elevators 
handle  m.ore  of  other  commodities  than  of  grain. 

In  northwestern  and  southwestern  Kansas,  the  business  of  han- 
dling side  lines  is  important,!/    50    to.  60  percent  of  the  elevators 
handling  large  volumes  of  grain  as  compared  with  35  to  40  percent 
of  the  small  volume  elevators.     In  these  areas  grain  volume  is  a 
fair  index  of  total  volume  of  business  as  a  general  rule.     In  eastern 

1/  That  is,  gross  income  from  side  lines  is  sufficient  to  cover  40 
percent  or  more  of  expenses. 
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Kansas,  where  side  lines  rather  than  grain  constitute  the  greater 
volume  of  "business,  side  lines  were  important  in  ahout  36  percent  of 
the  small -grain- volume  elevators  ar,  agaixib':  22  percent  of  the  larger- 
grain-volume  elevators.  Here  grain  '"olume  alone  was  not  a  good  index 
of  total  volume  of  huninesc.  With  these  limitations  in  mind,  it  seemed 
worth  while  to  examine  differences  "between  grain  volume  groups.  The 
influence  of  side  lines  is  illustrated  in  ta"ble  19. 

A  volume  of  100,000  bnt-hels  of  grain  or  more  a  year  increased  the 
percentage  of  elevators  showing  a  net  income  in  all  three  areas, 
irrespective  of  the  varyint-;  importance  of  side  lines  (table  13).  The 
relative  differences  "booween  tjrain  volume  grotips  was  fairly  corapara"ble 
in  the  three  areas. 

Conditions  were  such  in  1932  that  in  all  three  areas  the  differ- 
ence "between  the  small-grain-volurae  group  and  the  lar'ge- grain- volume 
group  was  less  than  in  other  years.    As  a  rule,  the  larger  volum.e 
elevators  are  slower  in  cutting  expenses  and  making  adjustmients  to 
lower  prices,  so  that  in  a  low  price  period  they  lose  some  of  their 
relative  advantage  for  a  while. 

For  the  whole  period  1931-1934  the  number  of  elevator  records 
that  showed  net  income  v/as  35  to  100  percent  larger  where  the  grain 
volume  was  100,000  "burAiels  or  more  a  year  (ta'ble  14). 

While,  as  an  average  for  the  4-year  period,  40  to  55  percent 
of  the  small-grain-vor:.me  elevators  made  some  net  incomes  in  spite 
of  their  volume  handicap,  the  range  in  size  of  their  net  incomio 
was  much  narrower  than  for  the  larger- volume  elevators  (ta."ble  15). 

In  eastern  Kansas,  considering  only  the  elevators  that  made 
some  net  income,  94  percent  of  the  elevators  v/ith  less  than 
100,000  "bushels  of  grain  volume  a  year  had  net  incomes  of  $2,500 
or  less.    On  the  other  hand,  only  a"bout  71  percent  of  the  larger 
volume  elevators  had  net  incomes  within  this  range.     In  northwestern 
Kansas  the  narrower  range  in  net  incomes,  0  to  $2,500,  embraced 
73  percent  of  the  smaller- volume  elevators  and  49  percent  of  the 
larger-volume  elevators;  in  eouthvrestern  Kansas,  68  percent  of  the 
smaller -volume  elevators,  and  37  percent  of  the  larger- voliime  elevators 

As  noted  above,  not  much  more  than  40  to  55  percent  of 
Kansas  cooperative  elevators  with  less  than  100,000  bushels  of 
grain  a  year  made  any  net  income  (table  16).     This  may  be  compared 
with  an  average  of  57.8  percent  for  Oklahoma  cooperative  elevators 
during  the  sam.e  period,  1931  to  1934.     Of  those  that  did  m^ike  a 
net  income,  only  6  percent  in  eastern  Kansas  and  32  percent  in 
southwestern  Kansas  exceeded  $2,500  a  year.     It  is  evident,  there- 
fore, that  for  the  cooperative  elevator  with  business  of  less  than 
100,000  bushels  a  year,  the  credit  risk  becomes  high  if  a  total 
indebtedness  is  incurred  by  the  elevator  which  requires  for  liqui- 
dation more  than  $1,000  to  $1,200  a  year.     This  is  particularly  the 
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Table  13.-  Number  and  percentage  of  cooperative  elevator  records 
showing  net  income,  by  volume  groups,  1931-1934 


Volume  of  less  than      :          Volume  of  100,000 
100,000  bushels  :  bushels  or  more 


iRecords:  Percentage :  :  Records:  Percentage 

:showing:  of  records:  :  showing:  of  records 


Records  :net 

showing 

: Records:  net 

: showing 

Area  and  year  : 

—        -           ■  V 

studied :income 

net  income : studied:  income 

:  net  income 

Number  Number 

Percent 

Number  Number 

Percent 

Eastern  Kansas: 

1931 

16  5 

31.3 

3 

2 

66.7 

1932 

33  9 

'27.3 

9 

3 

33.3 

1933 

37  19 

51.4 

9 

7 

77.8 

1934 

30  16 

53.3 

6 

5 

83.3 

-Northwestern  Kansas: 

1931 

1  0 

0 

18 

13 

72.2 

1932 

14  8 

57.1 

18 

11 

61.1 

1933 

20  9 

45.0 

10 

9 

90.0 

1934 

20  13 

65.0 

7 

6 

85.7 

Southwestern  Kansas: 

1931 

2  1 

50.0 

35 

33 

94.3 

1932 

5  2 

40.0 

38 

24 

63.2 

1933 

21  8 

38.1 

19 

16 

84.2 

1934 

28  11 

39.3 

27 

23 

85.2 

Table  14.-  Number  and  percentage  of 

cooperative  elevator  records  showing 

net  income,  by  volume  groups,  for 

the  4-year  period,  1931-1934 

Records 

^lecords  : 

Percentage 

showing  ."showing  : 

of  records 

;  Bushels  of  : 

Records  : 

net 

3iet  : 

showing 

Area 

:  grain  handled  : 

studied  : 

loss 

:income  : 

net  incom.e 

Number 

Number 

Number 

Percent 

Eastern  Kansas 

Less  than 

100,000 

116 

67 

49 

42.2 

100,000  or 

more 

27 

10 

17 

63.0 

Northwestern  Kansas 

Less  than 

100,000 

55 

25 

30 

54.5 

100,000  or 

more 

53 

14 

39 

73.6 

Southwestern  Kansas 

Less  than 

100,000 

56 

34 

22 

39.3 

100,000  or 

more 

119 

23 

96 

80.7 
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case  if  the  small  volume  elevator  does  not  depend  considerably  on  side 
lines,  as  is  pointed  out  later.  (Page  28.) 

Even  if  $1,000  to  $1,200  average  net  income  could  "be  applied 
wholly  to  debt  liquidation,  which  is  hardly  practical  in  holding  a 
cooperative  membership  together,  it  would  require  10  to  15  years  to 
liouidate  a  loan  of  $10,000  to  $12,000.     The  risk  of  iruch  greater 
total  liabilities  than  this  is  apparent,  especially  in  areas  whore 
the  grain  volume  is  consistently  below  100,000  bushels  a  year. 

Composition  of  Current  Assets 

Current  position  of  cooperative  elevators  is,  of  course,  the 
result  of  net  gains  and  losses  from  operations  previous  to  the  balance 
sheet  statement  rather  than  a  cause  of  the  gains  or  losses-  Neverthe- 
less this  current  position  may  become  a  causal  factor  in  future  gains 
and  losses  in  that  it  may  be  a  limiting  factor  in  credit  to  be  obtained 
for  future  operations.     From  the  standpoint  of  financing,  both  on  the 
part  of  creditors  and  the  board  of  directors  of  the  cooperative,  the 
elevator  mast  be  judged  by  results  as  well  as  by  explanations  and 
reasons. 

From  this  viewpoint,  therefore,  an  examination  of  the  experience 
of  cooperative  elevators  with  reference  to  composition  of  their  current 
assets  seemed  desirable. 

Current  assets  of  the  Kansas  cooperative  elevators  for  the  period 
studied  consisted  of  15.2  percent  cash,  40.4  percent  receivables,  32.8 
percent  inventory,  and  11.6  percent  other  assets,  as  an  average  for  all 
elevator  records. 

Cash  amounting  to  m.ore  than  20  percent  of  current  assets  was  some- 
what closely  associated  with  elevators  making  net  incomes,  as  a  rule 
(table  17).     The  elevators  with  the  higher  cash  position  in  all  three 
areas  were  in  a  more  favorable  position  for  making  net  incomes.  The 
difference  in  the  percentages  of  records  showing  net  incomes  between 
elevators  having  less  than  20  percent  of  current  assets  in  cash  and 
those  having  20  percent  or  more  was  greater  in  the  more  stable  eastern 
area.     In  the  other  two  areas  there  are  large  sections  where  net  incomes 
are  highly  speculative  because  of  the  greater  natural  hazards  in  grain 
production.     Furthermore,  it  is  noticeable  that  in  1931  and  1934,  when 
business  conditions  were  better,  there  was  closer  association  between 
cash  position  ajid  percentage  of  elevators  showing  net  gains- 

As  a  practical  proposition,  in  times  of  normal  business  activity, 
a  cash  position  equal  to  20  percent  or  more  of  current  assets  is  a  good 
sign  of  ability  to  earn  a  net  income.     A  lower  cash  position  indicates 
that  the  elevator  should  look  for  other  points  of  strength,  as  a  large 
share  of  loss-elevators  fall  in  this  class. 
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Tatle  15.-  Cooperative  elevator  records  showing  net  income,  grouped 
According  to  cash  assets,  1931-1934 


Records 

showing 

less  than 

Records  showing  20  percent 

:20  percent  of  current 

or 

more  of  current  assets 

•'assets 

in  cash 

in 

cash 

: Number 

:Per centage 

: Number 

: Percentage 

:  showing 

: of  records 

: showing 

:of  records 

iNumher 

:  net 

: showing 

Number 

:  net 

: showing 

studied: income 

:net  income 

studied 

: income 

:net  income 

TJi  1  Tn"h  A  T* 

U-illU  fc;X 

Percent 

Number 

Number 

Percent 

JilcJ^b  V  t;X  Xi   iLctllSclS  • 

1931 

p 

14.3 

5 

D 

100.0 

35 

6 

17.1 

c 
D 

1933 

39 

20 

oi .  3 

7 

O 

o5.  / 

1934 

21 

8' 

3o .  i 

17 

14 

o2«4 

Northwestern  Kansas: 

1931 

14 

9 

64,3 

6 

5 

83.3 

1932 

23 

13 

56.5 

9 

6 

66.7 

1933 

23 

14 

60.9 

7 

4 

57.1 

1934 

20 

13 

65.0 

7 

6 

85.7 

Southwestern  Kansas*. 

1931 

21 

18 

85.7 

17 

17 

100.0 

1932 

26 

15 

57,7 

18 

11 

61.1 

1933 

31 

17 

54.8 

10 

7 

70.0 

1934 

38 

21 

55.3 

17 

13 

76.5 

Table  17.-  Cooperative  elevator  records  showing 

net 

income,  grouped 

according  to  current  assets  in  inventory, 

1931-1934 

:Records 

showing 

less  than  : 

Records 

showing 

30  percent 

'30  percent  of  airrent  : 

or  more 

of  current  assets 

assets 

in  inventory  : 

in  inventory 

:Number 

:Percent age : 

: Number 

iPercentage 

:5h  owing 

:of  records: 

: showing 

:of  records 

Number 

:net 

:  shoT;ing  : 

Number 

met 

: showing 

Area  and  year 

studied 

:income 

:net  income: 

studied 

; income 

:net  income 

Number 

Number 

Percent 

Number 

Number 

Percent 

Eastern  Kansas: 

1931 

7 

5 

71.4 

12 

2 

16.7 

1932 

14 

4 

28.6 

29 

8 

27.6 

1933 

13 

4 

30.8 

33 

22 

66.7 

1934 

10 

1 

10.0 

28 

21 

75.0 

Northwestern  Kansas: 

1931 

10 

5 

50.0 

10 

9 

90.0 

1932 

11 

5 

45.5 

21 

14 

66.7 

1933 

10 

5 

50.0 

20 

13 

65.0 

1934 

11 

4 

36.4 

16 

15 

93.8 

Southwestern  Kansas: 

1931 

29 

26 

89.7 

9 

9 

100.0 

1932 

31 

19 

61.3 

13 

7 

53.8 

1933 

22 

11 

50.0 

19 

13 

68.4 

1934 

26 

12 

46.2 

29 

22 

75.9 
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In  eastern  Kansas,  an  area  characterized  more  by  straight  merchan- 
dising of  grain  than  hy  country  elevator  storage  operations,  inventory 
values  of  less  than  30  percent  of  current  assets  were  closely  associated 
with  elevators  making  net  gains,  in  1931  when  prices  were  falling.  Most 
of  the  losses  were  associated  with  inventory  values  in  excess  of  30 
percent  of  current  assets.    After  prices  became  steadier  and  began 
to  rise,  the  reverse  of  this  situation  was  true.   (Table  17.)    A  similar 
situation  existed  in  the  case  of  Oklahoma  cooperative  elevators  studied. 

The  situation  in  northwestern  and  southwestern  Kansas  in  the 
earlier  years  is  colored  by  the  extremely  large  crop  of  1931  and  the 
storage  operations  of  some  cooperative  elevators  made  possible  through 
the  use  of  funds  available  under  the  Agricultural  Marketing  Act  (1929). 
In  the  later  years  the  trend  was  similar  to  that  in  eastern  Kansas  and 
Oklahoma. 

Receivables  equal  to  40  percent  or  more  of  current  assets  were 
associated  with  a  higher  percentage  of  losses  than  were  receivables  con- 
stituting a  smaller  proportion  of  total  current  assets.    Where  receiva- 
bles were  much  more  than  40  percent  of  current  assets,  the  increase  was 
at  the  expense  of  cash  reserves.    What  should  probably  have  been  part  of 
cash  on  hand  was  yet  to  be  collected.    A  weak  collection  policy  that 
substitutes  book  accounts  for  cash  in  the  eleva.tor's  assets,  naturally 
bears  some  relation  to  the  frequency  with  which  net  income  is  earned. 
This  is  particularly  true  if  a  period  of  price  decline  is  impending. 

In  order  that  the  relationship  between  size  of  receivables  and 
frequency  of  net  income  might  not  be  unduly  influenced  by  grain  volume 
handled,  the  relationship  was  studied  for  both  elevators  handling  less 
than  100,000  bushels  of  grain  a  year,  and  for  elevators  with  larger 
grain  volume  (table  18).     There  was  a  consistent  difference  in  frequency 
of  net  incomes  relative  to  amount  of  receivables  in  both  volume  groups, 
but  the  degree  of  difference  varied  from  area  to  area. 


Earnings  from  Side  Lines 

Eetujrns  from  side  line  operations  play  an  important  part  in 
determining  the  frequency  v/ith  which  cooperative  elevators  are  able 
to  show  net  gains  (table  19).     This  is  true  for  both  the  smaller  and 
the  larger- grain-volurrte  elevators.     It  is  particularly  true  for  the 
sma.ller_ grain-volume  elevators,  and  for  the  larger  ones  when  crop 
production  is  below  normal. 

There  are  several  different  measures  of  the  relative  importance 
of  side-line  business  in  the -total  business  of  the  elevator.  The  one 
chosen  is  one  that  is  of  particular  importance  from  a  practical  stand- 
point.    It  is  the  extent  to  which  gross  gains  from  side  lines  would 
pay  total  expenses  of  the  elevator.    Where  gross  ma.rgins  from  side 
lines    amounted  to  40  percent  or  more  of  total  expenses,  side  lines 
were  considered  of  major  importance.     Where  gross  ma.rgins  from  side 
lines  amounted  to  a  smaller  percentage  of  expenses,  side  lines  were 
considered  of  lesser  importance  in  the  elevator's  operations. 
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Different  ComlDinations  of  Grain  and  Side  Lines 

There  are  four  pcGsible  co'nTDina':ion3  of  grain  volume  and  side 
lines  on  the  "basis  of  ti?e  classif icrtion  indicated  in  table  20.  These 
are  the  comhinations :     (l)  svriall  vclume,  small  side  lines;   (2)  large 
volurne,  small  side  lir.  :r-:;   (Z)  small  volume,  large  side  lines;  and  (4) 
large  volume,  large  side  lines.  Following  this  grouping  the  percentage 
of  elevators  showing  net  income  may  he  arrayed  as  shown  in  tahle  20 
for  the  three  areas. 


Table  20.-  Percentage  of  elevators  showing  income,  grouped  according 
to  grain  volume  a'ld  side-line  income 


Percentage 

: Total 

:  showing 

Area  and  group 

:nui.iber 

:  not  inco.ne 

Eastern  Kansas: 


Small  grain  volume  - 

small 

side- 

-line 

income 

74 

32.4 

Large  grain  volume  - 

small 

side- 

-line 

income 

21 

57.1 

Small  grain  volume  - 

large 

side- 

-line 

income 

42 

59.5 

Large  grain  volume  - 

large 

side- 

-line 

income 

6 

83.3 

Northwestern  Kansas: 

48.5 

Siiall  grain  volume  - 

small 

side- 

-line 

income 

33 

Large  grain  volume  - 

small 

side- 

-line 

income 

26 

53.8 

Small  grain  volume  - 

large 

side- 

-line 

income 

22 

63.6 

Large  grain  volurne  - 

large 

side- 

-line 

income 

27 

92.6 

Southwestern  Kansas: 

25.0 

Small  grain  volume  - 

small 

side 

-line 

income 

36 

Large  grain  voliime  - 

small 

side 

-line 

income 

44 

65.9 

Small  grain  volume  - 

large 

side 

-lino 

income 

19 

68.4 

Large  grain  volume  - 

large 

side 

-line 

income 

73 

89.0 

It  is  apparent  from  these  groupings  that  the  difference  "between 
having  a  large  grain  business  and  small  side  lines  and  having  a 
small  grain  business  and  a  large  side-line  business  is  not  so  great. 
One  is  merely  a  substitute  for  the  other  in  obtaining  a  fair  total 
volume.     It  is  where  both  grain  volume  and  side-line  volume  are  lack- 
ing and  where  side  lines  add  to,  rather  than  substitute  for,  grain 
volume  that  widest  differences  arise- 

This  further  emphasizes  the  particular  importance  of  an  adequate 
side-line  business  for  elevators  averaging  less  than  100,000  bushels 
of  grain  a  year.     It  is  this  group  with  small  side-line  business  which 
shows  the  lowest  percentage  number  of  net  incomes. 

Table  20  also  shows  important  area  differences  in  the  distributio: 
of  elevators  among  the  4  grain-volume-side-line  groups. These  different 
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distributions,  however,  actually  characterize  the  three  areas.  Eastern 
Kan  sas ,  though  having  elevators  in  all  groups,  is  characterized  hy  the 
high  percentage  of  small  volume  sniall  side-line  elevators,  hence  the  low 
percentage  of  total  elevators  for  the  o.rea  that  showed  net  gains.  North- 
western Kansas  is  chsxacterized  "by  a  greater  diversification  or  more 
even  distribution  of  elevators  among  the  four  groups.  Southwestern 
Kansas  is  characterizod  by  the  high  percentage  of  large  grain  volume 
elevators  which  also  make  side  lines  an  important  part  of  their  business. 


Handling  Margins  on  Side  Lines 

Gross  side-line  niargini .  or  the  difference  between  cost  of  sales 
and  sales  expressed  in  perc?,ntage  of  sales,  averaged  from  10  to  15  per- 
cent during  the  4-year  period  studied.    A  gross  side-line  margin  of  13 
percent  or  more,  with  few  exceptions,  reduced  the  percentage  of  elevator 
records  showing  a  loss  (table  21). 

On  the  other  hand,  with  a  side-line  margin  of  less  than  13  percent, 
there  was  a  tendency  for  the  percentage  of  elevators  showing  losses  to 
increase  (table  21). 


Table  21.-  Gooperativ 

e  elevat 

or  records  showing 

losses , 

grouped 

according 

to  grois 

margin 

on  side  lines,  1931 

-1934 

:  '.le cords 

showing 

less  than 

: Records 

showing 

13  percent 

:i3  percent  gross  margin 

: or  more 

gross  margin  on 

:cn  side 

lines 

:side  lines 

: Number 

:Percentage 

: Number 

iPercentage 

• 

:  showing 

:of  records 

: showing 

:of  records 

Area  and  year 

: Number 

:net 

: showing 

:  Number 

:net 

: showing 

: studied 

:loss 

met  loss 

:  studied 

:loss 

met  loss 

Number 

Number 

Percent 

Number 

Number 

Percent 

Eastern  Kansas: 

1931 

14 

9 

64.3 

4 

2 

50.0 

1932 

23 

18 

78,3 

17 

12 

70.6 

1933 

26 

13 

50.0 

17 

6 

35.3 

1934 

'27 

11 

40.7 

9 

3 

33.3 

Northwestern  Kansas: 

1931 

13 

6 

46.2 

7 

0 

0 

1932 

24 

11 

45.8 

9 

2 

22.2 

1933 

20 

7 

35.0 

10 

5 

50.0 

1934 

18 

6 

33.3 

8 

2 

25.0 

Southwestern  Kansas: 

1931 

12 

3 

25.0 

25 

0 

0 

1932 

13 

8 

61.5 

31 

10 

32.3 

1933 

15 

7 

46.7 

26 

10 

38.5 

1934 

26 

13 

50.0 

26 

6 

23.1 
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Expenses  of  Oporation 

From  the  practical  standpoint  of  the  cooperative  elevator  itself, 
the  problem  of  separating  expenses  or  costs  into  grain  and  side-line 
costs  is  so  tedious  that  there  may  well  "be  question  of  whether  the 
returns  will  jiistify  the  lahor .     It  is  important,  however,  that  the 
elevator  have  some  criterion  hy  which  to  judge  its  expenses.  Expenses 
per  dollar  of  sales,  with  all  its  faults  as  a  measure,  avoids  the  dif- 
ficulties of  trying  to  separate  grain  and  side-line  expenses. 

Because  expenses  do  not  vary  with  prices,  the  measure,  expenses 
per  dollar  of  sales,  will  vary  with  the  price  level.     During  the  4-year 
period  studied,  expenses  centered  around  10  cents  per  dollar  of  sales  in 
1931  and  1932  when  sales  prices  were  falling  and  expenses  were  not  yet 
reduced  to  their  lowest  point.     In  1933  and  1934,  expenses  centered 
around  5  or  6  cents  per  dollar  of  sales  as  sales  prices  had  advanced  and 
expenses  had  reached  a  low  level  with  hut  little  recovery. 

Likewise  expenses  per  dollar  of  sales  will  vary  with  the  grain  vol- 
ume of  the  elevator,  as  well  as  with  total  volume  of  "business.  The 
extent  to  which  grain  volume  influences  the  grouping  over  or  under  the 
central  tendency  is  indicated  in  the  two  tahles,  22  and  23. 

These  data  indicate  the  difficulties  that  elevators,  especially 
those  with  less  than  100,000  bushels  of  grain,  may  have  in  trying  to 
operate  on  a  gross  operating  margin  of  less  than  5  or  6  cents  per  dollar 
of  sales. 

On  the  whole,  elevators  with  100,000  "bushels  of  grain  or  more  a 
year  operated  at  below  average  e:>rpense  per  dollar  of  sales  twice  as 
frequently  as  did  elevators  with  the  s;iis,ller  volumes  of '  grain  (tables 
22  and  23). 


Extent  of  Cooperative  G-rain  Handling  in  Kansas 

Cooperative  elevator  membership  in  Kansas  equals  approximately  70 
percent  of  the  number  of  wheat  farms  in  the  State,  as  reported  in  the 
Census  of  1930. 

The  present  study  indicates  that  in  eastern  Kansas,  60  to  65  per- 
c-cnt  of  the  membership  patronize  their  own  elevator;  in  northwestern 
and  southwestern  Kansas,  70  to  75  percent.    Part  of  this  nonpatronage 
is  due  to  12  to  15  percent  of  the  membership  having  become  nonproducers. 
As  far  as  volume  of  business  is  concerned,  this  nonpatronage  is  partly 
offset  by  the  cooperatives  doing  approximately  25  percent  of  grain 
business  and  40  percent  of  side-line  business  with  nonmembers. 

Reports  available  indicated  that  cooperative  elevators,  on  the 
average,  shipped  oxxt  61  X-'C^cent  of  the  carloads  of  grain  shipped  from 
their  local  stations.     This  indicates  that  about  61  percent  of  the  grain 
at  stations  where  cooperatives  were  located  was  handled  locally  through 
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the  cooperatives.     This  may  "be  compared  with  a  total  of  57  percent  of 
the  total  wheat  crop  which  it  is  estimated  is  handled  cooperatively 
based  on  the  average  volume  of  grain  handled  per  elevator  multiplied 
"by  the  number  of  active  cooperative  elevators,  and  com.pared  with  the 
total  wheat  crop  marketed  (page  7). 

Cooperative  elevator  shipping  records  showed  that,  on  the  aver- 
age, 50  to  55  percent  of  their  cars  in  eastern  and  northwestern  Kansas 
went  to  terminal  coopera.tives ,  and  in  southwestern  Kansas  from  50  to 
70  percent  of  the  cars  went  to  terminal  cooperatives,  depending  partly 
upon  the  size  of  the  crop.     Triese  reports  were  in  the  main  from  local 
cooperatives  affiliated  v/ith  terminal  cooperatives,  so  that  the  per- 
centage Just  quoted  would  be  high  if  applied  to  all  local  cooperative 
elevators. 

The  three  large  terminal  cooperatives  in  the  State  reported  handling 
a  quantity  of  grain  for  1934,  mostly  wheat",  equal  to  25  to  30  percent  of 
what  it  is  estimated  all  local  cooperative  elevators  handled. 

This  gives  only  a  general  survey  of  the  present  extension  of  coop- 
erative grain  marketing  operations  in  the  State.     This  broader  picture 
of  the  general  outlook  is  based  on  such  fragments  of  information  as  it 
was  possible  to  gather  in  connection  with  the  main  study  of  the  com- 
parative strength  of  individual  elevator  set-ups.     It  gives  some  idea, 
however,  of  the  opportunities  for  systematic  building  up  of  the  coopera- 
tive grain  marketing  structure  throughout  the  State,  on  the  basis  of 
financially  strong  locals. 
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